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MY 2007-08 Grain Market 
Outlook Remains Bullish But 
Volatile

MY 2007-08 supply and demand fundamen-•	
tals have supported a sharp price rally this 
year, with wheat futures leading the gains 
beginning last spring as world carryover pro-
jections fell to 30 year lows. 

Wheat and soybean futures posted all time •	
highs this year, gaining more than 75% in 
value in 2007. Corn posted 11 year highs. 

World grain consumption•	  outpaced pro
duction four of the last five years.

Despite a 5% increase in total grain produc-•	
tion, world ending stocks are projected to de-
cline 10% or 24 million metric tons this year 
but will be 24% below two years ago (down 73 
million metric tons). 

Despite a 19% jump in acres and typical sea-•	
sonal pressures, U.S. corn held strong values 
through harvest due to extraordinarily strong 
domestic (ethanol) and export demand, 
along with a need to secure sufficient acres 
to fuel the ethanol boom next year. 

Current bullish global grain fundamentals •	
will prevent a near-term price slide, but vola-
tility will remain very high because of razor-
thin carryovers and 2008 crop uncertainties. 

Outside market forces – most notably crude •	
oil reaching all time highs and the U.S. dollar 
slumping to an time lows – continue to have 
significant impact on futures trading. 

Outlook for Global and U.S. 
Barley Markets 
Tim PoTTer, barley merchandiser 
WiTh chs harvesT sTaTes, 
minneaPolis, mn

U.S. barley saw the first production increase •	
in 5 years and had overall good quality. 

U.S. exports in MY 07/08 could reach .9 MMT, •	
more than double a year ago – our strongest 
export competition since 2000/01. 

World barley market has the lowest stocks to •	
use ratio it has seen in more than 20 years. 
Barley market cannot afford to have any ma-
jor crop failures in 2008.

Australia had two back-to-back disappoint-•	
ing crops – 2006 production was down 60% 
and 2007 production was 40% below two 
years ago. With new crop harvest winding 
down they are currently selling feed barley 
aggressively into Japan, and Saudi Arabia 
markets for January, February, and March 
shipment periods. Also, they are providing 
China and to a lesser extent Japan with malt 
barley quality.

The EU crop was 3% bigger this year and they •	
continue to be aggressive sellers of feed bar-
ley into the North African market (Tunisia, 
Morocco, and Algeria).

The North American feed barley market is •	
uncompetitive right now with Australia and 
the EU aggressive sellers who have substan-
tial freight advantages into key import mar-
kets.

Canada is offering feed barley approx $10 to •	
$15/mt cheaper than the cheapest U.S. feed 

barley offer and will make it very difficult for 
the U.S. to sell any additional feed barley ex-
ports in the winter months and possibly into 
the spring as well.

Saudi Arabia (the largest importer of world •	
feed barley) is now comfortably covered 
through March 2008. They will start to look 
for coverage after the first of year for April-
May-June 2008.

The world malting barley companies continue •	
to struggle with paying the highest prices they 
have seen in recent memory due to drought 
conditions in the Black Sea (mainly Ukraine) 
and the continued drought pattern for the 
second year in a row in Australia. Moreover, 
the excessive rains at harvest time in France 
and Germany led to major quality issues for 
the second year in a row.

The U.S. malt barley market continues to •	
rise as we approach the winter months and 
should continue into the winter and spring as 
the malting companies struggle to keep their 
pipelines full versus previous years.

The prospects for higher acres will be difficult •	
given that the competing commodities (most 
notable wheat) surging to record prices. The 
farmer will have plenty of options as far as 
what direction he can go this spring.

Expect the volatility to continue in the world •	
barley market at least for the next 6-12 
months until we get our stocks to use ratio to 
a more comfortable level (i.e., 20% or higher 
versus single digits).

Outlook for Idaho 
Wheat Markets 
heaTh barnes, grain merchandiser, 
genesee Union WarehoUse, genesee, id

What a ride! The commodity markets over the 
past 5 months have experienced volatility to a 
degree never seen before. The old adage that 
the bears get some, the bulls get some, and the 
pigs get slaughtered has never been more wrong 
as it has been this year. Being a bull or a pig has 
certainly paid off in this year’s rocket ship per-
formance of ever increasing wheat prices. The 
million dollar question is where do prices 
go from here? 

Most recent S&D reports continue to show his-
torically tight U.S. stocks, with projected wheat 
carryout at 292 million bushels, down from 
456 million last year. USDA has pegged world 
carryout numbers to just over 4 billion bush-
els compared to last year’s world carryout at 
4.5 billion bushels. A few numbers that I may 
dispute in the latest USDA numbers are that 
of the Australian crop and the Argentina crop. 
The USDA has the Australian crop pegged at 13 
million metric tonnes which I think is 1 million 
metric tonnes over stated, the same could be 
said of the Argentina crop with USDA at 15 mil-
lion metric tonnes, again I feel that this number 
is 1 to 1.5 million tonnes over stated. All in all 

this year’s wheat stocks are historically tight, 
demand is up, and it appears there is a high 
probability that stocks will get tighter before 
new crop stocks become available.

So to address that million dollar question where 
will prices go from here? It appears there is 
enough catalyst to propel prices to even higher 
levels if demand continues to surface. India, 
Pakistan, Egypt and Yemen are all searching for 
replacement stocks. We also have the large fund 
traders shifting a significant portion of there 
portfolios to commodities which has been the 
main driver in the increased volatility of all the 
grain pits. However it must also be mentioned 
that cash levels, especially for soft red winter 
wheat, are much lower than futures prices 
on the Chicago Board of Trade. This probably 
means, at least for the current time frame, that 
futures may be a little overpriced. But usually 
tight stock situations continue to get tighter. 

For those who still have crop left to sell 
the question is to sell or not to sell? A sale 
at current market levels is probably the finan-
cially prudent thing for most producers to do. 
However I would be inclined to hold a small 
percentage of wheat for what looks like a start-
ing uptrend in the futures markets. Who really 
knows in this market but I would like to have 
some wheat around if we ever do hit $20.00/bu 
if for nothing else but bragging rights. it should 
also be noted that all wheat classes are 
trading above $8.00/bu for new crop which 
is probably a great place to start looking 
at locking in new crop bushels. One thing is 
for sure the ride is far from over. So strap in and 
enjoy!

Jim rooney, grain merchandiser, 
general mills, idaho Falls, id 

Wheat markets, fueled by the tightest world 
supplies in 32 years, have taken us on a ride we 
won’t soon forget. Strong demand from import-
ing countries that were unable to get traditional 
supplies from an extremely short Australian 06 
crop started the ball rolling and when further 
drought and weather problems cut production 
again in Australia, as well as Canadian and 
European crops, the markets took off. 

Importers as well as many domestic end users 
were caught in a trap waiting for cheaper prices 
and a bountiful Northern Hemisphere crop. It 
didn’t happen and the scramble ensued. The 
world has used more wheat than it produced in 
7 out of the last 10 years; this is not a sustain-
able trend.

What many had expected has happened; we can 
now use the word shortage rather than tight-
ness. This begs the question: What are com-
modities worth, how high can they go? The an-
swer is whatever it takes for ownership because 
food is a need. The job of any market is to ration 
demand to insure supplies are adequate. The 
volatility at current levels is so high that wheat 
markets are often making limit moves. Greed 
and emotion will exaggerate market prices 
despite the realities of the supply and demand 

fundamentals. The concern for end users both 
domestically and abroad is will there be enough 
old crop wheat to meet their needs until new 
crop, and will there be adequate supplies next 
year? This fear is providing marketing opportu-
nities unlike any we have seen before.

Unfortunately most growers are sold out old 
crop at much lower prices, and this has caused 
them to be afraid to make new crop 2008 sales 
out of fear of higher prices. Good prices are be-
ing offered for new crop and we must be cau-
tiously optimistic, and stay grounded with our 
risk management strategies. making incre
mental new crop sales is a prudent strat
egy. Remember the saying “The cure for high 
prices is high prices.”

Nearby prices could be influenced by:

India may purchase 1-2 million tons of wheat •	
for nearby shipment.

Baltic States may consider additional export •	
taxes to insure adequate domestic supplies.

Record oil prices are allowing for wider etha-•	
nol margins. Wheat price will need to com-
pete with higher corn prices.

A strong La Nina could send drier weather to •	
the central U.S. plains states.

Winter wheat plantings in the U.S. are over 90% 
complete and news from around the world has 
confirmed increased acres. We find ourselves 
with the potential cure for high prices; more 
wheat acres. The wildcard is Mother Nature so 
going forward world weather will determine the 
fate of the market. 

We suggest the following 
marketing action:

100 % sold on 2007 crop wheat. •	

30%- 40 % sold on new crop 2008 red wheat •	
using futures fixed contracts. Make additional 
incremental sales on fifty cent rallies.

Price red wheat basis at or above the five-year •	
average.

Cash bids for 2008 SWW are attractive sell 30-•	
40% flat price.

Meet the IBC Team
Kelly olson, Administrator, based in Boise.

andrea Woolf, Project Coordinator/Fiscal Offi cer, 
based in Boise.

dan mader, district 1 commissioner, is a feed/
food barley producer from Genesee, Idaho. Dan 
was re-appointed to a second term by Governor 
“Butch” Otter in July 2007 to serve north Idaho 
producers. Dan serves on the IBC’s two market-
ing organizations: US Grains Council, based in 
Washington, D.C., which focuses on international 
market development and the National Barley 
Foods Council, based in Spokane, WA, which pro-
motes barley food consumption. 

ron elkin, district ii commissioner, is a malt-
ing barley producer from Filer, Idaho. Ron was 
appointed to his 1st term on the IBC in July 1, 
2006, representing barley producers in southwest-
ern and south-central Idaho. Ron serves on the 
National Barley Improvement Committee, a na-
tional group which advocates for federal research 
funding for barley.

evan hayes, chairman, district iii commis
sioner, is a malting barley producer from Soda 
Springs. Evan is serving his 6th and final year 
on the IBC, representing eastern Idaho barley 
growers. He recently completed a two-year term 
as president of the National Barley Growers 
Association, a national advocacy organization for 
US barley producers, based in Washington, D.C. 
Evan continues to serve on the NBGA board until 
July 2008. Hayes also represents the U.S. barley 
and wheat industries as an executive board mem-
ber of Alliance for Rail Competition (ARC), which 
works with Congress to improve U.S. rail policies 
and provide remedies for captive rail shippers. 
Evan also serves on the Governor’s Motor Carrier 
Advisory Committee.

steve balster, industry representative, is 
Director of U.S. Barley Operations for Busch 
Agricultural Resources, Inc., in Idaho Falls is 
serving his 6th and final year as the commission’s 
Industry Representative. Steve assumed his cur-
rent Idaho Falls position in July 2003 and has 
worked for Anheuser Busch Co. for more than 20 
years. 

Value Added Initiatives 
The IBC board revised its long-term Strategic Plan 
and launched four new Value-Added Strategic Ini-
tia tives that will help position Idaho barley to be 
competitive well into the future. These initiatives 
require a coordinated effort in research, market 
development and grower education. They include:

Malting barley for export•	
Food barley for both domestic and export •	
 markets
Winter barleys •	
Low phytate specialty feed barleys •	

Grower Services 
2007 Farm bill – IBC has worked through the 
National Barley Growers Association to promote 
barley’s priorities in the 2007 Farm Bill, including 
equity in program crop support levels. We believe 
U.S. barley has lost significant competitiveness in 
our traditional growing regions – acreage has de-
clined by 70% in the past 20 years – due in large 
part to planting distortions triggered by farm pro-
gram inequities. 

A comparison of the two pending bills is presented 
below.

 2002 H.R. Senate 
 Farm Bill 2419 Version
Direct Payment $ .24/bu $ .24/bu $.24/bu
Loan Rate $1.85/bu Feed All barley 
  $1.90/bu $1.95
  Malting 
  $2.50/bu
Target Price $2.24/bu $2.73 $2.63

ibc makes the case to extend disaster assis
tance to spring 2007 crops – IBC worked with 
the IGPA and county extension on a crop survey 
last summer to determine the extent of 2007 crop 
losses resulting from excessive heat and drought. 
We provided this information to the Idaho congres-
sional delegation to justify extending the disaster 
assistance that was already approved for winter 
crops to cover losses in our spring planted crops. 
This extension was included in the omnibus spend-
ing bill approved by Congress on December 19.

risk management education marks 7th year 
– Since 2001, the IBC has received more than 

$60,000 in USDA/CSREES grant funding through 
the Western Center for Risk Management Edu-
cation at Washington State University to conduct 
grain risk management education programs. This 
past year we conducted advanced grain marketing 
workshops in Craigmont, Genesee, Bonners Ferry, 
Idaho Falls and Burley. We also developed a new 
RightRisk computer simulation game gear ed to 
Idaho barley/wheat production scenarios called 
the Mountain View Farms game, which can be ac-
cessed on-line. Finally, we developed special mar-
keting features in both the May 2007 issue of the 
Idaho Barley Report newsletter and the summer 
2007 issue of Idaho Grain Magazine. 

competitive rail transportation is show
ing progress – IBC, along with the Idaho Grain 
Producers Association and Idaho Wheat Com mis-
sion, are actively engaged in rail com petition is-
sues at the national level. IBC Com mis sioner Evan 
Hayes testified before the Surface Transportation 
Board’s hearing on rail transportation of grain last 
November in Washington, D.C. He submitted writ-
ten testimony to the Senate Commerce, Science 
and Transportation Committee hearing on October 
23, 2007. 

Research
Food barley variety development takes cen
ter stage – This year, IBC has allocated consider-
able resources to accelerate the development of 
barleys with end use traits that are desired by food 
manufacturers and consumers. We are engaged in 
a collaborative research effort with public (USDA 
ARS in Aberdeen) and private (WestBred in 
Bozeman, MT) barley breeders to commercialize 
better yielding waxy barleys with high beta-glucan 
content. One of these new varieties – Salute – was 
grown commercially in north ern Idaho this year. 
We have worked with West Bred to expand seed 
production of two of their waxy food barleys – 
Salute and BG Barley 006 – for expanded commer-
cial production in 2008.

Numerous human and small animal feeding stud-
ies have shown barley beta-glucan fiber reduces 
bad cholesterol and lowers the risk of heart dis-
ease. Based on these scientific findings, the US 
Food and Drug Administration approved a health 
claim in May 2006 that allows barley food products 
that contain at least .75 grams of this soluble fiber 
per serving to claim a reduction in the risk of heart 
disease. 

Winter malting barley variety development 
gets boost – IBC has placed considerable empha-
sis on winter barley variety development – both for 
malting and food uses – and these efforts are start-
ing to yield excellent results.

mealybug / food rot disease get renewed 
attention – IBC initiated a new study with the 
University of Idaho in 2007 to help evaluate the 
technical and economic feasibility of using seed 
treatments to control mealbugs and root rot in 
barley. Research project objectives include: (1) 
evaluating agronomic performance of barley utiliz-
ing two different insecticide treatments at three 
different times; (2) evaluating agronomic perfor-
mance of barley utilizing two different fungicides; 
(3) investigating potential biocontrol agents; (4) 

improving mealy bug and foot rot control strategies 
in commercial barley fields in eastern Idaho.

Market Development 
Food barley markets pick up steam – IBC is work-
ing to build markets for high beta-glucan food barleys. 
We received a $45,000 grant from the USDA Federal 
State Marketing Improvement Program (FSMIP) this 
year to help expand our domestic marketing program 
for value-added barley foods. We are working closely 
with the National Barley Foods Council on a nutri-
tion education campaign touting the benefits of add-
ing barley to our diets, with specific outreach efforts 
targeted at health and nutrition professionals, food 
manufacturers and consumers. 

In addition, we have targeted food manufacturers in 
both Japan and Taiwan, which have shown strong in-
terest in using barley as a nutritional mix with rice. 
These efforts have already paid dividends as one of 
the largest food barley users in Japan has contracted 
for production of Salute, a specialty food barley from 
WestBred, in north Idaho this year. 

export market development remains a central 
focus – The IBC continues to support the expansion 
of international markets for barley and malt through 
our collaboration with the U.S. Grains Council 
(USGC). The USGC is a private, non-profit partner-
ship of producers and agribusinesses committed to 
exporting U.S. barley, corn, grain sorghum and their 
co-products, with headquarters in Washington, D.C. 
and nine international offices. With financial support 
from state grain check-offs, agribusinesses and fed-
eral matching funds from the USDA, the Council op-
erates a nearly $27 million market development pro-
gram in more than 50 countries around the world. 

USGC barley programs include:
Annual U.S. barley crop reports distributed to po-•	
tential customers around the world.
Annual visits with Japanese barley customers, in-•	
cluding an annual U.S. grower mission to Japan 
and a reverse mission to the U.S. Japan is the 
largest export customer for U.s. barley, buy-
ing more than 355,000 metric tons from the U.S. 
in MY 2006-07 (all feed barley), more than double 
the previous year. So far in MY 2007-08, Japan has 
purchased more than 534,000 metric tons of U.S. 
barley, up another 50 percent from last year. Japan 
has taken additional steps to liberalize their barley 
imports, which has worked to the favor of U.S. sup-
pliers. Beginning with 2007 imports, the Japanese 
Government has approved all their feed barley 
imports and a portion of food barley imports to be 
handled under their liberalized Simultaneous Buy 
Sell import system. The U.S. made the first food 
barley sale in a May 31 tender, selling 420 metric 
tons of Salute food barley owned by General Mills 
in Pocatello, ID. A second sale of 1,850 metric tons 
was made recently, traded by Gensee Union in 
Genesee, ID. 
Food barley technical seminars are held for poten-•	
tial customers in Japan and Taiwan.
Malting barley marketing programs are targeted •	
at Mexico and other rapidly expanding Latin 
American markets. On January 16-18, 2008, we 
will collaborate on a U.S. Malt and Malting Buyers 
Conference in Latin America.

 idaho barley commission – 2007 in review
Fy 2007 ibc bUdgeT
$444,851 – actual expenditures

Fy 2008 ibc bUdgeT
$453,697 – approved may 2007

U.s. grain balance sheeT, Usda, Jan. 11, 2008 (million bU)

 BARLEY CORN WHEAT
 2006-07 2007-08 2006-07 2007-08 2006-07 2007-08
Harvested Area  
(mln acres) 3.0 3.5 70.6 86.5 46.8 51.0

Carryins 108 69 1,967 1,304 571 456

Production 180 212 10,535 13,074 1,812 2,067

Imports 12 20 12 15 122 90

Total Supply 300 301 12,514 14,393 2,505 2,613

Food, seed & industrial 156 145 3,488 4,555 1,014 1,031

 Ethanol   2,117 3,200

Feed 56 55 5,598 5,950 125 115

Exports 20 50 2,125 2,450 1,140 1,175

Total usage 231 250 11,210 12,995 2,049 2,321

End stocks 69 50 1,304 1,438 456 257

Ave. farm price  $3.80-  $3.70-  $6.45- 
 $2.85  4.40 $3.04 4.30 $4.26 6.85

USDA World Supply & Demand Estimates, Jan. 11, 2008
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